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CENTRAL INTELLIGENCE AGENCY

3 March 1953

SE-37s+ FPROBABLE EFFECTS ON THE SOVIET BIOC OF CERTAIN COURSES
QF ACTION DIRECTED AT THE INTERNAL AND EXTERNAL
COMPRCE OF CORMUNIST CHINA

THE PROBLEM

1. To examine the current status and effectivensss of con-
trols on trade with Communist China.

2, To examine the short and long term effeots on the capa-
bilities of the Chinese Communist ragim§ ofs (a) a complete
embargo; (b) a naval blockade, alone or combined with bombardment
of transportation facilities in Communist Chinaj and (¢) a Chinese
Nationallst effort at blockade and aerial bembardment,

3. To sastimate Conmunist reactions to these measures,

L, This estimate does not consider whether the UN would
cooperate in these measures, or what the reaction of other non-
Communist powers would be if the US adopted these measures uni-
Jaterally,

5. This estimate does not consider the probable consequences
of substantially intensified US or US/UN militery operations in
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Korea or Communlst China undertaken in conjunction with some

or all of these courses of action.
ASSUMPTION

A contimuation of the present situation in Korea.

CONCLUSIONS

1, Present controls on trade with Communist China have

not prevented the bulld-up of Chinese Communist military
strength, Moreover, Communist Chinats industrial and internal
transportation systems have continued to expand since 1950,

2, A total mbargg on non-Coammunist trades with Communist

Chlna would probably have no significant effect on Chinese Com-
munist capabilities to sustain military operations in Korea or
to undertake military operations elsewhere, but would samewhat
retard the expansion of Chinese Communist industry, An embargo
would make Communist China economically more dependent on the
USSR, Am embargo would probably not induce the Communists to
embark on new aggression, but would probably lead them to in-
tensify political warfare.

*
3. A naval blockade of Communist China would increase

# A naval blockade of Communist China would not cut off
seaborne trade unless it included Port Arthur and Dairen
and unless trades with mainland China through Hong Kong
and Macau were prevented,
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the difficulty of military operations requiring large expendie
tures of materiel, either in Korea or slsewhere, but the block-
ade in itself would probably not induce the Communists to accept
a Korean settlement on UN terms, E’he present estimated maxi-
mum ocapacity of the inland transportation facilities serving
Communist China is probably adequate to carry essentisl tonnage
now seaborne plus the essential traffic now carried by land,
Howsver, a blockade w&uld c¢reate serious problems. For instance,
railroads do not serve all parts of Communist China now served
by coastal s'h-.l.ppmgj A blocksde would make Communist China
econanically more depsndent on the USSR and would retard the exe
pansion of Chinese Communist industry to a greater extent than
an embargo. The net politiecal effect within Communist Chine
would probably not be significant.

L, In reaction to a naval blockade, the Chinese Communists

would almost certainly attsck the blockading forces with covert
Soviet assistance, The USSR would probably test the blockade,
possibly with the armed escort of merchant sh:l.pa: but would

be unlikely to regard incidents thus created az a casus belll,
The Chinese Communists might launch new acts of aggression, such

as the seizure of Hong Kong and Macau,

# Tossible ONi reservation.
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5. Effective and sustainsd air and naval bombardment of

key Chinese Cormunist itransportation lines, in conjunction with

& naval blockade, would sharply reduce Chineas Communist mili-

tary capabilities, but would probably not in iteelf induce the
Communiste to accept a Korean settlement on UN terms. Comunist
China's economic potential would be seriously affscted, and the
problems of the regime in maintaining political control would
be increased,

6, In reaction to a blockade and bombardment, the Chinese

Communists would make a maximum air defense effort in China

and Manchuria., Units of the Soviet Alr Force in the Far East
would covertly participate in the air defense effort, particularly
in Manchuria, The Chinese Communiste would probably also employ
their air capability against some US/UN bases in the Far East,

If the blockade and bombardment should threaten the existence of
the Communist Chinese regime, the USSR would increase ita aid to
Cormmunist China, probably even to the point of openly committing
Soviet forces against US forces over US/UN held territory and

ad Jacent waters in the Far Eaat:

7. Blockads and bombardment by the Chinese Nationalists

alone would, under present circumstancee, have negligible effects,
In reaction to a Chinese Nationalist blockade and bambardment,

* rossible VIR reservation on additional sentence
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the Chinese Comrunists would almost certainly attack the
blockading and bormbarding forces and might retaliate by air
against Nationalist-held territory,
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DISCUSSION

EXTENT OF PRESENT CONTROLS 0% TRADE WITH COrMUNIST CHINA

10. Most of the nations ocutside the Soviet bloc apply some
‘ form of export controls over trade with Commnist Chins. The US
has maintained a total trade and shipping embargo against Communist
China, as well as controls over the dollsr assets of Communist
China, since December 1950. Canada, Japan, Nationslist China, and
the Philippines have imposed trade restrictions almost as severas,
while Costa Rica, Honduras, Liberia, and Panama have imposed striet
controls over the movement of their vesssls to Communist. China,
The UK has embargoed or restricted the export of a wide variety
of strategic items including natural rubber, In July 1950, the
Wastern European countries which ape members of the Coordinating
Camittee (COCOM)™ on Fast-West trade applied to Cammunist China
the selective controls earlier put into effect against the rest of
the Soviet Bloc, After Communist China was declared an aggressor
by the UN, these countries instdtuted controls over trade with
Communist China more severe than the controls over trade with the

L/ Participants™In the COCOM inelude Belgium, Dermark, France s
West Germany, Italy, Japan, Luxembourg, the Netherlands » Nor=
way, and Portugal as well as the US » the UK, and Canada.,

-8 -
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rest of the Bloc, At the present time, the COCOM countries em~
bargo to Communist China all items included on the three Inter-
national Lists plus some 16 additional items of particular strategic
significance to Cammunist China. A China Cormittes (CHINCOM)
parallel to COCOM was set up in the fall of 1952 for the purpose

of working out international export controls to be applied in the Far
East, A great mmber of other nations have also taken Aaction to
restrict strategic shipments to Communist China in accordance with
the UN Additional Measures Resolution of May 1951. The Battle Act,
enacted in the fall of 1951, has servea to reinforgce the COCOM

and UN embargo by making the continuation of US assiatance condiw
tional upon the recipient country’s cooperation in supplying controls
over strategle shipments to the Soviet Bloc, including Camiunist
China,

11, There has been a wide variation, however, in the contra-
band lists and enforcement measures used by individual countries,
Although the controls imposed by the UK and the continental COCOM
countries are fairly comprehensive, they fall short of the total
embaz;go imposed by the US, Other nations, which are largely non-
industrialized and do not produce strategic equipment, have shown
little uniformity in their interpretation of the UN Resolution,
which covers transportation materials of strategic value and items
useful in the production of military materiel as well as petroleum

=8 =
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and purely military items, A mmber of Middle Fastern and Soeuth-
east Asian countries have made a general commitment to deny stra-
teglc ltems to the Chinese Communists, while India, Paldstan, and
Burma have not been willing to go on recors as supporting the UN
Resolution although they have been cooperating informally in pre
venting re-export of atrategle items to the Chinese Communists,
Ceylon, which is not a member of the UN, has refused to comply with
the UN Reaolutio_n so far as shipments of rubber to Communist Chins

ares conoerned,

12, Shipping controls have been particularly weak, The
COCOM countries prohibit the sale of ships to Communist China and
impose restrictions on the sale of merchant ships to the rest of
the Bloc, Since October 1950 at least 33 vessels have been trans-
ferred to Soviet bloc flags, However, COCOM restrictions on sales
were tightened somewhat in December 1951, The US alone has imposed
camprehensive formal controls on ship sales, repairs, and bunkering,
and British oil companies have adopted informal controls over the
bunkering of vessels engaged in trade with Canmunist China. Only
the US, Costa Rica, Honduras, and Panama prohibit vessels of their
registry from entering Chinese ports, although Liberia prohibits
vessels of its registry from carrying strategic cargo to Cammunist
China, Present COCOM controls do not prohibit the chartering of

= 7 <
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merchant vessels other than tankers to the Soviet Bloc, Although
the greater percentage by far of chartered vessels do not touch
Chinese Communist ports, these vesrels are used by the Soviet Rlac
in Western European, South Atlantic and Indian Ocean trade and make
possible the release of Cammunist flag vessels for direct service
to Comunist China.

THE EFFECT OF PRESENT CONTROLS ON COMMUNIST CHINA
Effect on Forsign Trade

13. Imports fram non-Soviet Bloc Countriss. The value of

the goods imported from non~Comunist countries by Communist China
rose to a peak in the firét half of 1951 but then dropped sharply
during the second half of 1951, when trade controls became more
stringent, and have remained at a relatively low level through

1952, These imports &re estimated at 3382 million in the first half
of -1951,1 $148 million in the second half of 1951, and $139% million
and $155 million respectively in the first and second halves of
1952, The volume of imports from non-Communist countries fell from
h6,000 tons in the first half of 1951 to 242,000 tons in the second
balf of 1951, and then rose to 270,000 tons in the first half of 1952
and 330,000 tons in the second half of 1952,

25X1X7

__I? The figures In this paragraprh sare based on an
25X1X7 study of Communist Chinese imports during 1951 and
the first half of 1952, and preliminary US estimates for the
last half of 1952, ONI now feels that the volume of clandestine
trade through Hong Kong may be larger than the figure agreed
upon and included in these calculations, but it is imposeible

to arrive at a new estimate at this time,
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1. The rise in tonnage reflects the increased import of
such bulky commodities as ammonium sulphate and chemicals for
heavy industry. A &ocline oceurred in the imports of goods on
which most non-Camunist countries have imposed control, notably
metals and machinery, and crude rubber, (Crude rubber imports
have contimued to come principally from Ceylon.) During the 18
months ending December 1952, raw cotton accounted for one-quarter,
and crude rubber, pharmaceuticals, fertilizers, dyestuffs, and
heavy industrial chemicals for one-half of Cormunist China‘'s ine-
ports from non-Communist countries, Except for the decline in
imports of metal and machinery from 5125 million in 1950 to $1k
million in 1952, the level and pattern of imports in 1950 and 1952
were roughly the same.,

15, Exports to non-Soviet Bloec Countries. Foreign exchange

earnings from exports to non-Communist countries have declined
steadlly since their pesk in the last half of 1950, Thase exports
are estimated at $400 million in 1950, $335 million in 1951, and
$270 million in 1952, The volume of exports to non-Communist
countries in 1952 ie roughly estimated at 1.7 million tons (2.}
million tons in 1951}, consisting largely of low-value bulky items
such as coarss grains and soy beans. With the loss of markets for
specialized items such as tung oil, bristles, egg products, and
handicrafts, Communist China's exports to non-Communist countries

«9 o
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have increasingly been limited to foodstul'fs for long Kong and
Malays and grains and ollseeds for South Asia and Western Lurope.

16, Imports from Soviet Bloe Countries. On the basis of

Chinese Communist data whioh are generally consistent with other
information, imports from the Soviet Bloc rose from 3100 million

in 1950 %o nearly $1 billion in 1951, Chinese Communist duta also
indicate imports in 1952 remainsd at roughly the same level as in
1951, Imports in both 1951 and 1952 consisted largely of military
squipment and of commodities unavailable from non-Cormmunist countries,
notably petroleun, vehicles, machinery, metals, and metal manufactures,
However, there were some imports from the Bloc of items currently
being irported from the West, such as drugs, fertilizers, chemicals,

and sugar,

17. Soviet Bloc shipments to Communist China by sea are esti-
mated at 700,000 tons in 1952 as against 350,000 tons in 1951,
On the basis of partial ocargo data, it is estimated that roughly
one=fifth of this tornmage in 1952 consisted of petroleum products and
twowfifths of metals and machiners, The value cf seaborne imports
from the Soviet Bloc is estimated at approximately $200 million,

18, Overland imports from the Soviet Bloc are roughly estimated
at 3800 million for 1952, The totsl volume of overland imports

I/ Exclusive of approximately 50,000 tons of cargo picked up by
Bloc vessels in nonLommunist countries and shipped to Commnist
China. This cargo has been counted in Communist China’s imports
from non-Communist countries.
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during 1952 is estimated to be 3.4 million tons, Military equip~
nent and POL accounted for a large part of these overland shipe
ments; in addition, there were substantial commercial imports of

machinery, metals, and motor wehicles,

19, Exports to the Soviet Bloc, It is estimated that Chinese

Communist exports to the Soviet Bloc were $175 million in 1950 and
$350 million in 1951, These exports are believed to have risen
sharply in 1952 and are very roughly estimated at $500 million, It
iz believed that the Chinese Communists are attempting to increase
these exports still furthexr in 1953, apparently in an effort to re-
duce the trade deficit with the Soviet Bloc, Seaborne exports to
the Bloc during 1952 are estimated roughly at 800,000 tons and
apparently consisted largely of grain, soy beans, and ores, On the
basis of partial evidence, we estimate the volume of overland exe
ports to the Soviet Bloc during 1952 at three million tons,

20, Over-Al)l Effects, DPresent trade controls appear to have

been an important factor in the sharp change that has oceurred in
Communist China's foreign trade. In 1950, only one-fourth of Come
munist Chinese foreign trade was with the Soviet Bloc while three.
fourths was with the Wests in 1952, these proportions were almost

reversed, However, other factors would have tended to increase Soviet
-1l -
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Bloc exports to Communist China even if Western trade controls
had not existed. These factors are: (a) movement of Soviet milie
tary supplies in support of the Commnist war effort in Koreag
(b) shipment of non-militery items to Communist China in fulfill-
ment of Soviet comitments in the Sino-Soviet agrsements of 1950
to provide economic assistance; and (c) the avowed policy of the
Communist Bloc to achieve esonomic self-gufficiency,

ECONOMIC FFFECTS

21, Industrial Effects. The restriction of imports into Com-

munist China &s a result of present controls has mot curtailed in-
dustrial output. In fact, because of the greatly increassd level

of commercial imports from the Soviet Bloc and the more effective
use of available equipment and stocks in Communist China, industrial
output has continued to expand. However, this expansion would pPro=
bably have been greater if the present trade controls were not in
effect,

22, Effect on the Railroads. The railroad transportation

system of Conmunist China, while not expanding to the extent it would
have without present Western controls, has steadily improved in
capaclty and performance, Control measures have stoppesd imports from
the West of locomotives, freight cars, parts for rolling stock, and
rails,

012-.5
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However, the Soviet Bloc has supplied limited quantities of these
items which together with local production has permitted the maine
tenance of existing equipment and contimed expansion of the rail
network, despite the losses in Korea,

23, Effect on Other Internal Transportation, The expansion

of motor freight movements which has oceurred in Cemmunist China
during 1952 has been made possible largely by imports of Soviet
trucks and patroleum. However, the traffic in smuggling of parts
for motor vehicles contimues to be considerable, indicating that
Soviet Bloc assistance hasnot kept pace with expanding Chinese Com-
munist requirements and that Western controls are imposing some cost
on Communist China in this regarql., Coastal shipping has not been
appreciably affected by Western controls since most non-Cormmunist
countries permit their flag vessels tn operate in the Chinese Com-
munist coastal trade, !Moreover » during the last year the Chinese
Communist demand for foreign coastal gshipping seems to have slackened,
and it is possible that an inereasing part of Chinese Communlst re-
quirements for river and coastal shipping capacity 4s being met by
their own fleet,

2, Over-All Econanic Effects. Despite the curtailment of

trade with the West, during the last two years, the Chinese Com-

manist regime has made rapld progress in economie reconstruction,
] 13 e
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particularly in the restoration and expansion of its industrial
capacity. However, the reduction in Communist China's net receipts
from fweién trade must be viewed as & deduction from the resources
that otherwise would have been available to the govermment for ine
vestment, Without Western trade restrictions, Communist China’s
econamic progress probably would have been greater than it actually
was, and it certainly could have been accomplished at less cost

to the Soviet Bloec,

MILITARY EFFECTS

25, Ground Forces. Although Western trade controls have

made it difficult for the Commnists to acquire certain important
ltems such as antiblotics and other medical supplies s cormunications
equipment, and rubber products, the Chinese Communist Ground Forces
have hot been adversely affected by Western trade controls. Communist
China produces only a part of its own light ground force equipment
and supplles. The materials required for China's munitions industry
are relatively small in tonnage and are for the most part produced
domestically. The only important import requirements are for copper
and zinc, which are supplied in adequate quantities for the most
essential uses by the USSR. In addition, the USSR is providing most
of the heavy military equipment, virtually all POL, and a large
share of the light equipment and supplies used in Korea,

-1 -
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26. Air Force. Since the USSR provides Communist China with
virtually all aviation equipment and supplies including avgas and
Jet fuel, present Western controls on strategic materials have not
affected the capabilities of the Chinese Camunist Air Force.

The Air Force has continmued to expand in aircraft strength and
capabilities Ehroughout the period of present Western cont.roléo

27. Navy. Since a large part of the Chinese Camunist Navy
is camposed of former foreign naval vessels, present Western con=
trols on strategie materials have almost certainly hindered the
Chinese Comnuniste in their efforta to put back into service and
maintain their naval vessels, As far as is known, the USSR has
supplied at most only a few small warships to ths Chinese Communists,
foreing them to rely almost entirely on those ships taken over from
the Nationalists,

INTERNAL POLITICAL EFFECTS

28, Weastern trade restrictions have not appreciably affected
the Chinese Communist regime's ability to consolidate its political
position, In fact, the restrictions have been cited by the Communists
in domestic propaganda as an additional indication of the implacabls
hostility of the West{, and thus have provided the Chinese Communists
with a pretext for applying further stringent political controls,

TOP SECRET
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PROBABLE EFFECT OF A TOTAL EMBARGO ON NON-COMMUNIST TRADE WITH
COMMUNIST CHINA ON THE CHINESE COMMUNIST ECONOMIC AND POLITICAL
STRENGTH, AND ITS MILITARY CAPABILITIES

29, Introductory Note., The imposition of a total embargo by

the entire non-Communist world would presumably extend to both trade
and shipping. The implementation of such an embargo would presumably
‘nelude measures to prevent the transfer or charter of non-Communist
shipping for the Communist China trade, the denial of bunkering and
servicing, and repair in non-Communist ports of ships bound for and
returning from, Chinese Communist ports, and the transshipment of
non-Communist goods directly or indirectly to Comrmnist Chine from
other countries in the Soviet Bloc. The following factors would pre-

vent offective enforcement of a complete embargo:

(a) Although transshipment might be controlled to a
limited extent by placing quantitative controls on goods ex-
ported from the West to Eastern Europe and the USSi-‘t s effective
prevention of transshipment would be impossible so long as
trade controls applied against these countries are less rigid
than those applied agsinst Communist China, Such trans-
shipment could only be stopped completely, and Communist
China denied all non<Cormunist commodities if trade with the
entire Bloc were embargoed,

{(b) As indicated in section I, several countries are
not now cooperating with the limited embargo declared by the

@16 =
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UN, and most Western nations are now strongly opposed to
further extension of trade and ahdpping controls against the
Sovist Bloc and Commmnist China. Even should the UN reeommend
a full embargo on trads with Comrunist China, it is probable
that various Asian md Middle Eastern nations would not
ovoperate because of their "neutralist” foreign policies and |
the economic importance of tr.ds with Communist China.

SRORT-RUN EFFECTS

30. Effect on Trade. The direct impact on imports of
s total embargo would despend on the extent to whioh the
Soviet Eloo was abls and willing tos (a) make up for the
loss of Western shipping (imcluding that now chartered by
the Coremniets) now serving the China trade; end (b) supply
the specific commodities denled by the West.

31; In view of the incomplets data on Communist China‘s
foreign trade and on the Soviet Bloc’s capabilities; it is
impossible to estimate with precisiom the impact of a total
enbargo on Commmist China. The following projection is
based on the estimated level of trads during 1952:

(a)o Assuming a contimiation of present ocontrols,
it is estimated that the total value of Commmunist

“’11“"“'
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Chinats legitimate imports from the non-Commmist world

in 1953 will remain at the 1952 levels, $260 million.

As compared with 1952, however, imports are expscted to

includs a higher proportion of heuvy bulk goods, parti-

cularly chemical fertiliser. As & result of thess changes

in composition, the volume of Communist China’s legitimate

imports from ths non-Communist world in 1953 4is projected

at 660,000 tons as compared with 560,000 tons in 1952,

(b) Lxports to the West from Cammnist China sre ex-
peeted to be the same as in 1952, or 1.7 million tons
valuad at §270 million.

(o) It is uniikely that the present rate of smuggling
oould be increassd significantly inusmuch as a complets em-
bargo would necessarily involve a genarsl strengthening of
oontrols. Clandestine imports would tend increasingly to
consist of items of small bulk and high velus, such as drugs
and motor vehicle parts, but the total volume may be assumed

y “{X) Raw ootton imports are expected to dscline in value from

§103 million to $50 million and in volume fyom 85,000 tons

to 50,000 tons. World prices are lower and production in

Communist China is inoreasing. .

(2) Imports of rubber are estimated to inerease from £22 million
to $L5 million,or the level called for in the Ceylon- :
Communist China barter agresment.

(3) Imports of fertiliser are ostimated to inorease by 50 per-
cant in wolume and value in view of Chinese Comsunist
efforts to increase production of industrial crops.

«l8 ~ ‘
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to be about 40,000 tons, the l:ovel projected for 1953
under the assumption of existing controls }
On the basis of the above projections, the theorcticul annual
loss to Communist China as a result of & complete embargo would
be 660,000 tons of imports valued at #260 million &nd the sarn-
ings from 1.7 million tons of exports vualued at 3270 millien,

32. The Soviet Bloc could assume the entire burden imposed
by an embargo and supply to Communist China all of the commodities
it otherwise would have received from the wWest. Such commodities
are available in the Bloc and transport facilities would not im-
pose an absolute limit on their'shipmenta However, the degree
to which the Soviet Bloc would compensate for the loss of imports
from the West would depend in general on the Soviet appraisal of
the relative advantages of using these resources in Communist
China as opposed to using them elsewhere in the Soviet Bloc,

including the USSR itselfl o

{a) The Soviet Union has a strong interest in
maintaining Chinese Communist strength and for this
reason would probably assign a high priority to thosa
Chinese Communist import requirements thut have a signl-

ficant effect on Chinese Communist militury capabilities.

i/ OSee paragraph l13.
=19 =
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Much lower priorities would be assigned to supplying

the remaining commodities Comrmnist Chins formerly im-
ported from the lesto Tt is probable, therefore, that
such commodities would be supplied only to the degree

that the burden thus imposed on the rest of the Soviet
orbit would be relatively snell. On the basis of these
considerations, it is roughly estimuted that the Bloc would
supply virtuslly all the iren and stell, machinery and
metals, and drugs; most of the heavy industrial chemicals,
dyes, and paper; and only part of the crude rubber, cheml -
cal fertilizer, and other miscellaneous comodities. The
soviet Bloc would probably not corpensate for ary of the
ray cotton, gunny bags, and some miscellanecus commodities.
We estimate, therefore, thut in making up the imports lost
through imposition of an embargo, the Soviet Bloc would
probably increase its annual exports to Communist China

by about 350,000 tons vulued at 9130 million,reducing the
net import loss to agbout 300,000 tons.

(b) If these additional imports from the Bloc were
carried by sea, total seaborne imports from the Bloc in
Bloc vessela would amount to approximately 1,050,000 tons
in 1953.

Controls on bunkering and other gervices to ships engaged in trade
with Communist China would reduce the cargo=carrying capacity of
.20 -
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the Soviet Bloc merchant fleset and would require the Soviet Bloc
to trungport additional fuel to the Far uast, sither over the Truns-
Siberian Railroad or by tankers presently carrying esaential POL}/
33, An embargo would also result in an increuse in the vulue
of Gox:ﬁnunist Chink's exports to the Soviet Bloc but a decresse in
the value of its total exports. Because of the increased transport
costs involved and the nuture of the commodities, it is probable that
it would not be worthwhile for the Communists to divert to the
ruropean Soviet Bloc a large part of the 1.7 million tons of cormo-
dities that Communist China now exports to the West. However, Com-
munist China plans to increase its production of strategic minerals
with vhich to pay for its imports from the Soviet Bloc; amd other
exports from Cormunist China could be increased so that there would
be little or no net effect on Communist China?s debtor position in
the Bloco

3. On the basis of the above highly speculative estimates,
an embargo would reduce the volume of Communist Chinats total im=-
ports in 1953 by 300,000 tons and the value by $130 million. This
would represent a reduction of approximately 10 percent in the value
of Communist China‘s total imports and perhaps as much as 20 percent

17 The Soviet Dloc has the ship capaclty to carry the total seaborne

“  imports to Communist China, even without chartering Westemn
vegsels. However, under these circumstances the USSR would have
to use some lend-lcase vessels in this trade, thus risking their
geizure by the US., 1In addition, the Soviet Bloc would huve to
find alternative and more costly meuns for carrying on its trude
with the Uest.
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of non-military importe. It is evident, therefors, that
imposition of a complete embargo on Western imports would

not effect a major reduction in the present total volume

of imports. Communist China‘s total exparts would be redused
by $130 million, or by more than 15 percemt. The proporticsate
reduotion in the volume of exports would be greater,

35. A total embargo on non<Cormunist trads wdth Communist
Chine would not Aftm'thc flow of purely military items and
petroleun, all of which (except for limited quantities brought
in by smuggling) mos come fyom the Soviet Bloc. HMlstary
Sonsiderations would almost certainly dotermine the relative
priority of compenssting shipments from the Soviet Blos and,
econsequently, goods related to military operations would
Probably be least affected by a complete enbargo.

36, Hoonomie Effects. The Chiness Commuist econony
has alrsady made considerable progress in adjusting to decreaged
availability of western goods. Ths main effect on the Chinege
Communist economy of a complete embargo would be, therefore, to
foree more rapid adjustments to a pattern already being developed.
Although the reduction in imports resultin: from the embargo
probably would retard the planned expansion of Chinese Communist
industry, principally with regard to plammed increases in the

- 22 =
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production of consumerst® goods, these losses in output would

in part be offset by the increased availability for domestic
consunption of some commodities that formerly were exported to
the Weast, The loss of foreign flag shipping for domestic coastsl
services would reduce coastal shipping capacity. However,
Chinese Cormunist shipping, which now carries the bulk of this
trade, and the North-South rail lines could absorb the load now
handled by foreign flag ships, Finally, with imports and pro-
duction of some consumer gocds reduced and non-Communist markests
virtually eliminated, the government would be confronted with a
slzable loss of revenue. These losses, however, would be minor
in relation to the total national income and to totsl Chinese
Cormunist budgeta_.ry expenditures,

37, Military effects. A total embargo would probably have
no significant effect on the capabilities of the Chinese Come

munists to sustain military operations in Korea and very limited
effects on their capabilities to undertake military operations

elsevhere,

38, Internal Political Effects. A total embargo would not

appreciably affect the internal political strength of the Chinese
Communist regims,

«23 =
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39, Burden on the Rest of the Bloc, A total embargo

would not seriously increase the economic burden that Communist
China currently imposes on the rest of the Soviet Bloc, low-
ever, the rest of the Soviet Bloc, to an even greater extent
than before, would be exporting to Communist China many cormodi-
ties that the Soviet Bloe normally imports for its own use,
There would also be some difficulties arising from a trade de-
ficit and an increase in transportation costs, but they would

not assume serious proportions.
IONG=-RUN EFFECTS

L0, Economic Effects. The adverse asconomic effects of a

complete embargo on Communist China would probably decrease
rather than increase with the passage of time. The loss of cotton
and other raw materials would be made up in large part through

the development of domestic production or of domestically produced
substitutes, Chinese Communist plans for the continued expansion
of heavy industry would not be appreciably affected since such
plans even now are dependent almost wholly on imports of capital
goods from the Soviet Bloc and on increased domestic production

o!;t capital goods, However, greater emphasis probably would be

placed on the expansion of rail transport links with the Soviet

TOP SECRET
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Union at some expense to other aspects of the development proe
gram, Finally, in view of current estimates of the rates of
growth of the gross national products of the USSR and European
Satellites, the ability of the Soviet Bloc to provide capital
goods and to bear the costs of providing such goods will ine
crease significantly over the next 2-5 years,

41, The capacity and efficiency of the Chinese Communist
rallway system have apparently irproved to the point where it
could handle any additional burden which might be imposed by a
total embargo, The plamned extension of Chinese Communist rall-
way lines and the possible inereased load under comditlons of
an embargo would require additional equipment andsupplies. This
would place some burden on the Soviet Bloc, whether 1t sought to
supply the necessary rails, locomotives, and freight cars itself,
or attempted to restore Manchurian capacity for rolling steel
rails and to expand the production of freight cars amd locomotives
in China, However, it is probable that the USSR would be able to
supply minimum Chinese Communist requirements without serious

repercussions in other portions of the Soviet Bloc econamy.

42, Military Effects. Over a longer period, & total em-

bargo would not reduce prhsent Chinese Communist military capa=
bilities but it might hinder an expansion of those capabilities,

-25 -
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L3, Internsl Political Effects. Over a longer period,

the embargo would probably not sipnificantly reduce the effective-

ness of the regimeis control over the Chinese people,

Wi, Effect on Sino-Soviet Relations, A total embargo would

tend to increase the possibilities of Sino-Soviet friction,
Should the Soviet Unmion be unwilling to continue to supply
Communist China's sssential requirements indefinitely, ther ad«
verse effect of the embargo on Comrmnist China would be increased.
Even under the projected level of Soviet exports to Communist
China, the Chinese Communists might feel that their needs should
be given higher priority. On the other hand, Cormunist Chinats
caomplete military and economic dependence on the Soviet Bloc
would result in a progressive integration of Communist Chinats
economic and military planning with over-all Bloc planning and
development and tims tend to reduce Chinese Communist capabili-
ties to disagree with the USSR,

-:26-
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FROBABLE EFFECIIVENESS OF A NAVAL BLOCKADE IN INCREASING THE
PRESSURE ON COMMUNIST CHINA -

Including Port Arthur and Dairen

kS, .-Etf‘ect on Chinese Comrmnist Trade. Whereas an embarge

would operate only ag;innt non-Commnist trade and shipring, a

naval blockade would interdiest smggling and Soviet Bloc seaborne
shipments as well, thus restrieting Communist Ghina's imports to
thoss which eculd be brought overland from the Europsan Soviet
Bl@ﬂo* mwéver, éemnist China could oltain some essential Western
.'n.terps overland from ¢he Bloc. On the basis of our tentative pro-
Jection of Communist Chine’s imports under present controls, a naval
bloekade would cut off‘700,000 tons of seadorne imports from non-.
Commnist countries, both legitimate and smugeled, plus 700,000

tons seaborne imports from Soviet Mloec sources, or a total of 1.k

# If Commnist shipping attempted to rum the blockade under naval
eseort == a possibility discuesed in Pavagraph 67 -~ achievement
~ of the interdiction effect cstimated here weunld obviocusly depend
on the willingness of the US and other blockading powers to risk
an open clash.
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million tons valued at $490 milliion. Likewlss, the hlcckade would
stop Commnist China‘’s seaborne export trade, ut.tphd in 1952 ¢
have been about 2,5 milldon tons, of whish 1.7 million tons were
exported to non-Communist oountries and .8 millicn tons to the
Scviet Blos.

h6. A maval bicsikade would also presusedly operate aguinst
Comminist Chiom'’s ecestal trada. Although a dloskade would mot
be offeative againet loaal inshore acastal shipping, it would
virtuslly oliminate Commmist China’s eosan-going ecastal traffic
whiish 15 estimated 2o be 9,100 tens of cargo per day or 3.3 milliem
tons per year. 7The most important components of this traffic are |
the movemenis of osal, POL, and mmfactured goods betwesn Deairen,
Nerth China, and Shanghai, the movement of scybean oake from Dairen
to South China, and the exohangs trwde ¢f mumfactures for food-
stuffs between Shanghai and South Chima.

47. A maval blockade would eut 6ff Chinese Communist total
seaborne imports, vhich ampunt te 1.L milldon tons par year. The
amount by whish Communist Chine’s tetal irmports wuld be reduced
thereby would depend primarily on the extent to whish the Soviet

cmm
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Bloc increased its present level of exports to Commnist China.
Secondarily, the amount by which total imports were reduced would
depend on the capacities of the Trans-Siberian railway and the

capacity of Communist China’s inland transportation facilities.

48, Soviet Bloc Exports to Commnist China. Although the

Soviet Bloe would grobably provide Commnist China's essential import
requirements, the Bloc probably would mot replace 2ll of Communist
China's imports lost because of a blockade. Of the projected 1953
seaborne import tonnage of 1.4 million tons. about ohe-third consists
of controlled commodities that Communist China can now secure only
from the Bloc, such as petroleum, metals, and machinery, while two-
thirds consist of commodities currently imported from non-Bloc countries.
It is roughly estimated that the Soviet Bloc would e¢ontinue to supply
all of the controlled cormmodities but only about one=third of the other
cormedities, or a total of about 800,000 tons. Of the non-controlled
materials, the Soviet Bloe would replace in pert Communist Chinats
imports of rubber, industrial chemicals, and drugs tut wuld replace
1ittle or none of the imports of raw cotton, ammonium sulfate, paper,
sugar, and gunny bags., On this basis, the total of Commnist Chinats

imports over the Trans~Siberian railway primarily from the Fast would

w 20 -
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probably be orn the order of L.2 million tons per year compared with
the present 3.L4 million tons. Commnist China would probably be able
to increase its exports to the Soviet Bloc sufficiently to avoid any

significant increase in its trade deficit with the Bloc.
!

L9. Capacity of the Trans-Siberian Railroad. Overland Soviet

imports to Communist China in 1952 were estimated to total 3.4 million
tons (9,JOd tons per day), the bulk of which came eastward over the
TransaSibeﬂian Railroad. We believe that the Trans~Siberian Railroad
has the caéacity to carry the total projected seaborne imports (1.k
~million tonﬁ per year or 3,900 par day) plus the minimum needs of the
Soviet Far%Easto In this event, however, the cost to the Soviet Bloc
of supplying these commodities would be substantially increased. The
movement ofithis tonnage could be accomplished by: (a) a diversion
of additional rolling stock from other rail lines in the Soviet Union;
(b) a reduction in the peacetime volume of commodities moving to the
Soviet Far East; and/or (c) movement of freight by sea to Vladivostok

to be on-carried to connecting Manchurian railways.

50. cCapacity of Communist Chinese Inland Transportation Facilities.

The additional burden imposed by a blockade would add approximately 3.8
percent to the total volume of freight currently carried by the rail-

roads of Communist China. It is estimated that because of the long

n’BO&

Approved For Release 2000/08/8%: GbAsRDP79S01011A000900010032-5



" Approved For ReleaS¥'2000/08/29 : CIA-RDP79S010144000900010032-5

-«

TOP SECRET

average haul involved, the transportation overland of the freight cut
off by a blockade would require about 10 rercent of the freight car
park and about 8 percent of the locomotive rark. We believe the Chinese
Communist railroads have the capacity to carry this additional freight,
but at the expense of Planned increases in freight haulage. In order
to reduce this loss, the Soviet Bloc could, within about six months,
make available to Commnist China a considerable amount of standard

gauge rolling stock of which the Soviet Bloc now has an excess.

51. 8inee the actual additional burden on both the Trans-Siberian
Railroad and the internal transportation system of Communist China
would not approach their maximum, we believe the reliance on overland
transportation facilities would not limit the extent to which Communist,
Chinats seabéme imports could be raplaced, Moreover, it should be
pointed out that it would be possible for the USSR to ship goods to

China by sea to Vladivostok and thence by rail to China.

52. Economic Fffects. A naval blockade would have a gregtar

effect on the Chinese Communist economy than would an embargo. The
planned economic growth would ba seriously retarded, additional strains
would be placed on internal transport, and further gains from trade
and further budgstary revemues would be loat, Rail lines do not serve

some of the areas now served by coastal shipping. In these areas

= 31 =
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particularly South China, a reversion to wore primitive means of
traﬁsport would result. The reduction in imports of fertilizer and
inch:striai chemicals would adverssly affect plans to increase output
of industrial crops and some consumers® goods. The sum of these
loases woﬁld, however, be small in relation .to Commnist China‘s total

national income or total budgetary expenditures.

53. Political Effects. Internal controls, already strong in
Communist China, could prevent any serious-increase in overt political
oprosition to the regine. However, the administrative burden of these
controls would increase. On the other hand, a blockade would provide
the regime with a plausible excuse for its failures and a new propa~
ganda theme to mobilize popular support for its policies. The net
political effect within Communist China of a blockade would probably

not be significant.

ke Military Effects. A naval blockade would not directly affect

the movement of military supplies from the USSR, most of which are
being brought in by overland routes. Nevaertheless, the denial of sea-
borne imports snd of coastal shipping facilities would probably impose
sorme curbs on the importation and internal distribution of military

supplies because of congestion of land routes. Meanwhile, the impact

- 32
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of & naval blockade on the economy as a whole would reduce the totality
of domestic resources which could be mobilized in support of the war
effort. The reduction in Chinese Communist military capabilities
wopld not be great enough to force a reduction of the Chinese Comminist
military commitment in Korea. It would, however, make more difficult
offensive operations requiring large expenditures of materiel, either

in Korea br elaewhera.

55.  Effect on Sino-Soviet Relations. A naval blockade would tend

to increase the possibilities of Sino-Soviet friction to a greater
extent than would an embargo. Although Soviet exports to Communist
China would be reduced under a blockade, as comparad Qith an embargo,
the cost of providing these commodities, because of transport diffi-
culties; would be greater and the possibility of obtaining increased
imports from Commnist China would be less. On the other hand, a
biockade would decrease Commnist China's capabilities for independent
action as a consequence of the increased dependence upon the Soviet Bloc

for economlic and military support.
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EXCLUDING: PORT ARTHUR, DAIREN, HONG XONG, AND MACAU

56, A naval blockade would almost certainly be ineffective if
Dairen and Port Arthur were excluded. These ports together are
believed capable of handling sbout 45,000 tons a day, or many ti;nes
the estimated total dally seaborme imports of all of Commnist China
at present. The readjustment of internal distribution necessitated
by the blockade of all other seaports would impoae additional strains
on the Chinese Commnist railway system but these strains would probably

*
not be critical.

57. A naval blockade would almost certainly be ineffective
unless medsures were taken to prevent trade with Communist China
through Hong Kong and Macau. These ports, together with their road
and rail counections with Communist China, could handle a large part
of the prajected seaborne imports of Communist China. The readjustment
of internal distribution necessitated by a blockade of all other
Seapor"bs would impose additional strains on the Chinese Comminist rail-

way system bul these strains would probably not be critical.,

% See Faragraph 50.
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PROBABLE EFFECTS OF BOMBARDMENT OF LIMNES OF COMAUNICATIONS IN
CONJUNCTION VITH THE BLOCKADE

Vulnerable Elemants of the Chinese Commmnications System

S8, Commnist China is heavily dependent on certain critical
rail ad inlond waterways facilities for the axscution of military
novamenta and the maintsnence of the induﬁtrialiud and cesh crop
gsector of its econcnwo‘ This dependence im leaé within Manchuria,
vhere the existente of a well-integrated and fairly diversified
rail bet and of & number of good highways and waterways provides
soms flexibility in transportation srrangementa, end at the other
extreme, in vest areas of rural China, notebly in the West, which
have such poor communications with the outside world as perforce
to remain largely self-sufficient, In general, however, the
maintenancs of vtﬁe present level of Chinese Commmnist militsry
std economic activitiés depends on continued .aVailabllity of a
heavily utilired rail and water network which. contains a mumber
of‘potjﬁ_mec}m and lacks a supplementary road system cepsble of
carrying heavy trafﬂg on an all-weather basis. These bottlenecks,
a1l within boubing range of US land and earrfer-based alrcraft,
provide soms 200 rail targets for bosking and scme 26 water iargem
for asrial mining,

1335&-
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59, These potential targets can be divided into five general

categories, as followm:#

{a) Rail and water links with the Trans.Siberisn Rgilway,
At present there are only three routes by which heavy

overland shipmonts from the USSR can be brought inteo
Comnunist China and over which Communist Chinese
shipments can move to the USSR: (1) the rail line
from Manechou-14 ou the Wastern border; (2) the

rail 1line from Sviefen-ho on the sagt to the rail
pet around Harbin in central Manchurdia; svd (3) the
Sungarl River; which links Harbin with a Trans-
Siberian railway on Henchuria's northern bordar.

An additional rail line is in operation from the
Trans-Siberian Railway nesr Viadivovatok bin North
Korea, where it joins the Korsan rail net, which

in turn has a connection st TueMen with the NManchurian
rail syatem, In the avent of a haval blockade of the
China cosst, these slready important routes would
gbviously be of éritical significance, No altermate

% ~Ses attached m&ps
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rail routing is possible over the first 40O miles
from Manechoueli to llarbin, while the first junction
point on the Sui-fen-ho-Harbin 1ine 1s 50 niles from
the border, |

| (b) The rail 1link between Dairen snd Port Arthur and
central Manchuria. The reil lime linking Port
Arthur and Dairen_with lukden and Harbin would be

of eriticel importance in the event that a naval
blockade was established exeluding these ports,
Although a supplementary road system is available,
this read system accounts for less than & quarter
of a haulage capacity out of these two ports, all .
of which would be required to compensats for the
blockede of other Chﬁmaa seaportay No alternate
rail routes are available for the first 150 miles
from the terminus at Port Arthur,

(¢) The rail link betwsen Manchuria and North China,
Nearly all rail traffic betwgen lManchuria and the

rest of China must travel over a 27%-mile atrstch
of coastal trackage between Chin-chou and Tientsin,

| =37
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Effective interdiction of this route would
sever the main transportation link betwoen
Manchuria sd the reat of China.

The Chu-choueReng-yang rail link in South China.
A1l rail traffic into south China from the rest

of the country muat'paaa, over a T5~mile stretich
of railroad between Chue-chow and Hengeyango.
Effective interdiction of this stretch would
not only sever the major inland transport route
bctwien Centon and central and northern Chinag
but would glso cut the only rail iine which wonld
pernit the movement of supplies from north and
central China in support of the Viet Minh forces
in Indochina,

Rai) end wster tarpets in central Chinae There
are a mnber of important rsil snd water transport
targets in central China. A 7O-mile stretch of

trackage betwien Taeksien and Chinan, including
an important rail bridge over the Yellow River,

G”Q
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tarpet system would have an extremely serious effect on Communist
China military snd economic potential, It 4s probable that a
prolonged disruption of the main surface routss in Manchuris
leading from the USSR would critically reduce Chinese Commnist
offensive capabilities in Korea and seriously reduce their defensive
capsbilities in Korea, Some supplies could be sent from the USSR
directly into North Korea by means of the important alternate route
from the Soviet Maritime Province into Northeast Keorea at longui,
However, effective ard sustained interdictien of all bridge crossings
over the Yaln and Tuwen rivers, in conjunction with interdiction of

~ transpartation facilities in Manchuria snd China, would impose a
sovere strain upon Commnist logistic capsbilities in Korea to the point
where thaii? offensive ceapabilitics would be geverely curtailed, &f not.‘ _
eliminated, Interdiction of the key Chu~-choucHeng-yang rail link into
south “hina would gravely handicap Commnist militory operations in
Southeast Asfa. Effcctive, sustained attacks om the vital rail link bet
Manchuria and China proper, coupled with attacks on selected targets within
Central China would put severe pressures on the Chinese economy. There
are irdications that the Mukden~Shankaikuan line has beén supplemanted
by the restitution of the Chinhsien~Kupeikou line, creating a double
1link between Ching and Manchuria, Tsken together, effective amd
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sustained interdiction of all these routes would progressively unders
mine Conmunist China to a point :here its military cavsbilities would
be eritically reduced and the difficulties of maintaining the regimets
economic and political controls would be increased,

CHINFSE NATIONALIST CAPABILITIRS T0 BLOCKADE THE CHINA COAST AND TO
CONDUCT ATR STRIKTS AGAINST LINTS OF COMMUNICATIONS ON THE GHINA
UATNLAND | ,

A, ~ NATIONALIST CAPABILITIES

| 61, Bloekads, The Chinese Nationalist Nevy currently has a
total of 38 sea~going vessels suiteble for blockading operations,
In sddition, there are more than 100 smaller types that could be
used in blockading a coastal area within & range of LOO milea of
Telwan, The Natlopalist Navy now posscsses a low combat capabllity
becauee of poor staff planning, psor maintenanes of vegsela and
squipment, and serious deficianc;.es in commnications, sutrface-

firing, Msﬁri.ng, and redar and sonar detection.

62, AL present, the Nationalist Navy, supported by aerisl
surveillance, air covor, and aeriel mining of Chiness Communist
ports by the Chinese Nationalist Air Force (CNAF), probably hss

Ghl@
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the capability to intercept sbout 20 percent of all Sesegoing trade,*
even if no Ohinese Commmist naval or air resistance were offered,

If the Chineac Comrmnist Navy offered resistance to a Nationalist
blockade, the Nationalist Navy would be foreed to withdraw from the
Tongtse River mea to a point south of Ningpo, thus drastically re-
ducing the Nationalist Navy's blockade effectivensss, If the Conmmist
atr Foron in China were committed to mullifying the blockade, the
Nationalist Navy would probably be unable to maintain even s blockade
of the Formoss atraits,

63. The total effects of a Chinese Nationalist blockade on
Commnist China's seaborne forelgn trade might be considerably greater,
Instially at xe;st, than suggested by their capabilities listed above,
Charter and imsurence rates wounld rise and no:héomwt ship owners
would be unlikely to charter their shing for trade with the blockaded
ports, So leng as the Wlockadingeffort demonstrated itis effectiveness,
therefore, the Chinese Communists would suffer both a reduction in ships
available to carry their foreigm trﬁde and.nn increase in shipping costs.

e ® Na Sts devoted all efforts toward main
a blockads and stationed and operated their forces in such a mane
ner a8 to (a) blockade nine mainland ports capable of hand) ing
vesgels of 1,000 GRT or larger in the area between the Pearl River
and the Yangtze River, and (b) interdict coastal traffic in the
area botwosn Hong Kang and Hangchow, it is estimated that they
Gould intercept about LS percent of seagoing traffic. It is not
believed, however, that the Chinese now possess the nocessary
efficiency in planning and operations to acoomplish this resuit.
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PROBABLE COMMUNIST REACTION TO TNE IMPLE''ENTATION OF THESE MEASURES

A. COMFLETE EMBARCO

‘ 66, A complete enbargo on non-Wt trads with Commnist
China would have no significant effect on Communist Chinats military
capabllitiss and only limited effescts on its civilian economy. The
Communists would probably lanch an intense campaign of political ard
econonic warfare designed to weaken the unity and resolutiomn of the
anbargoing powers. Thie campaign would probably stop short of new
identifiable sggressiom, but might include (a) efforts to precipitate
strikes and internal disorder within the territories of the embergoing
povers, and (b) incressed military pressure on the borders of Hong
Kong, lecau, Indochine, and possibly Burma,

Bo  NAVAL BLOCKADE

67, Imposition of a blockads would increase the difffculty of
military operations requiring large expenditures of materiel, either
in Korea or elsevhere, but the blogtkade in itself would probebly not
induce tho Commmists to accept a Koresn zettlement on UN terms, |
Communist regction to a naval blockade would almost certainly includs
an intenae campalpgn of political warfare that would probably include
any or al) of the measures noted above in the case of an embargo, In
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sidition, Commmist China would almost certainly commit its air and
naval forces sgainst the blockading forces with covert Soviet assiste
snoe and might lamch attacks againet Hong Kong snd/or Macaw, partie
cularly if these territorfes were in any way sssisting the blockading
powera. for its part, the USSR would probably text the blockads,
possibly with the armed escort of merchant ships.# Vi believe it un~
likely that the 'SSRE would regard incidents commected with the stopping
of such ships as & casus belli, but the USSR would expleit such in-
cidents to create dissension among the non-Commmist powers.

68, Lffective snd sustained gir and naval bombardment of key
Chiness Commmist tensportation lines, in conjunction with a naval
blockade, would sharply reduce Chineso Communist military cepabilities,
but would probably not in itself induce the Commmnists to acospt a
Korean settlement on UN terms, Comsunist China's ewc potential
would be seriously affected, sad the problems of the regime in
mainteining political contrel would be increased. In resction to a
blockade and bombardment, the Chinese Commmists would mske a maximm
air defenss effort in China snd lManchuria, Units of the Soviet Alr

¥ Tossibls UNY reservation,
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Force in the Far East would covertly participate in the air defense
effort, particularly in Manchuria, The Chinese Commsmists would
probably also employ their air capability sgainst some US/UN Lases
in the Far Eest, Ii_' the tlockade and hombardment should threaten
the axistence of the Commmist Chinese regime, the USSR would im
crease its aid to Commnist Ghina, provably even to the point of
openly comitting Soviet foroes over US/UN held territary and.ade
Jacent waters in the Far Eget »

Do CQHINESE NATTONALIST BLGCKADE AND BOLBARIPINT

69; Commuerist, China would almost certainly resct to a Ghimu
Nationelist blocksede effort by committing 1ts air end navel forces
egalnst Chinese Nationalist blockading forces, and might launch air
strikes against naval and atr instanatibna of Nationslist Ching,
The Commmist Chinese would probably react to a Chinese Nationalist
offort to bombard 11nes of commmications by strengthening their air
defemses in East China and might retaliate by air actlon sgainst
territory held by Nationaliet Ching,

¥ Tosalbls IV TeservatIon of additional sentence,
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